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August 5, 2003 
 
 
 

 Frank Shoop, Chairman   
 Kentucky Racing Commission 

4063 Iron Works Pike, Building B 
Lexington, Kentucky 40511 
 
Dear Chairman Shoop: 
 
 In response to a citizen’s complaint, our office initiated an examination of selected issues 
concerning the Kentucky Racing Commission (Racing Commission).  As a result of our initial 
inquiries and the receipt of further citizens’ concerns, the scope of our examination expanded 
into other areas.   
 
 Our examination focused primarily on activities of the Backside Improvement 
Commission (Backside Commission) and the Backside Improvement Fund.  We also examined 
the purchase and distribution of Racing Commission pins and passes, the Commissioners Special 
Account, and procedures involving claims at thoroughbred race tracks.   
 
 Our procedures included interviews with Commissioners, Racing and Backside 
Commission staff, officials in the Public Protection and Regulation Cabinet, and other state 
employees.  We also analyzed financial data and related correspondence of the Racing 
Commission and other documents. 
 
 This report includes our findings and recommendations.  We have also referenced a 
review by the Finance and Administration Cabinet concerning a proposed contract for equine 
drug research.  We wish to thank you, the Racing Commission staff, and others for cooperating 
during this examination. 
 
Very truly yours, 

 
Edward B. Hatchett, Jr. 
Auditor of Public Accounts 
 
EBHJr:kct 
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Introduction and 
Background 
 

 

 The Auditor of Public Accounts examined transactions and 
activities of the Backside Improvement Fund (Fund) for the 
period July 1, 1999, through May 31, 2003.  The 
examination resulted from a citizen’s concern that the Fund’s 
expenditures did not comply with its governing statute.  The 
complaint alleged that two security employees were hired as 
principal assistants by the Kentucky Racing Commission 
(Racing Commission) but were paid by the Fund. 
 

 We analyzed the transfers of moneys between the Racing 
Commission and the Fund.  We also examined the role of the 
position of Executive Director of the Backside Improvement 
Commission (Backside Commission), and ascertained the 
personnel cost attributable to the position. 
 

 Additional matters were brought to our attention, broadening 
our examination into other areas of the Racing Commission.  
These areas included the purchase and distribution of pins 
and passes, the Commissioners Special Account, and 
claiming procedures at the thoroughbred tracks. 
 

 The Backside Commission and the Fund were created by the 
General Assembly in 1980.  The Backside Commission 
consists of four appointed members who serve without 
compensation.   
 

 The purpose of the Fund, as stated by KRS 230.218(4), is “to 
improve the backside of thoroughbred racing associations 
averaging $1,200,000 or less pari-mutuel handle per racing 
day on live racing.”  The Backside Commission, under the 
general jurisdiction of the Racing Commission, is charged 
with using the Fund “to promote, enhance, and improve the 
conditions of the backside of eligible racing associations.”  
The tracks that benefit from the Fund are Turfway Park in 
Florence and Ellis Park in Henderson.  These tracks 
contribute to the Fund an amount equal to one-half of one 
percent of their on-track pari-mutuel wagers. 
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 The Backside Commission’s governing administrative 

regulation, 810 KAR 1:021, states “[a]ll monies disbursed by 
the Backside Improvement Commission shall be used solely 
for improvements to backside facilities,” defined as “those 
facilities located at thoroughbred horse racing tracks which 
serve the primary function of stabling and quartering of 
horses and where stable employees work and live.” KRS 
230.218 allows the Backside Commission to employ 
qualified personnel as necessary and determine their 
compensation.  Personnel costs and other necessary 
operating expenses may be paid out of the Fund. 
      

Findings and 
Recommendations 
 

 

Cost of Executive Director 
is an unnecessary 
expense for the Backside 
Commission. 

Although the statute allows the Backside Commission to hire 
necessary personnel, there is no explicit provision for an 
Executive Director.  As a result of our examination, we 
conclude that the duties of directing the Backside 
Commission are insufficient to warrant a full-time employee 
or Executive Director. 
 

The Backside Commission 
has not met since 
November 2001. 

The Backside Commission is required by regulation to meet 
annually to consider applications and to approve funding of 
the projects it deems justified.  The Backside Commission 
actually meets when new projects are proposed or to discuss 
existing projects.  The Backside Commission met in April, 
July, and November 2001.  The Backside Commission did 
not meet in 2002 and has not met in 2003. 
 

Backside Commission 
typically oversees six or 
fewer annual transactions 
with eligible racing 
associations. 

For the last several years, the Backside Commission has 
returned to the tracks amounts approximating the sums 
contributed by each track.  Since the fall meeting of 1999, 
Ellis Park has paid $238,985 to the Fund and has received 
checks from the Fund totaling $239,190.  Since January of 
1997, Turfway Park has paid $604,912 to the Fund and 
received $605,114.  Typically, Ellis Park makes one 
remittance each year after its summer meeting and receives 
one check from the Fund.  Turfway Park makes remittances 
to the Fund for each of its three separate race meetings, but 
typically receives just one check per year from the Fund. 
 



Page 4 
 
 The Fund had a balance of $229,160 in the state’s accounting 

system at May 31, 2003.  The Fund earns interest on its 
account balance, which supplements the contributions 
received from the tracks.  Other than payroll and project 
payments to the tracks, expenses of the Fund are meager. 
 

Current Backside 
Commission Executive 
Director’s initial salary 
was 76 percent greater than 
that of her predecessor. 

The current Executive Director of the Backside Commission 
was appointed on September 16, 2000, from another non-
merit position in the Racing Commission.  She received a 
five percent increase in salary from that in her previous 
position to $59,088 annually.  This salary represents an 
increase of 76 percent from the Backside Commission’s 
previous Executive Director’s annual salary of $33,492.   
 

 The Executive Director’s leave balances were depleted and 
she charged over 2,000 hours to leave-without-pay over the 
last four years.  The Racing Commission deemed the leave to 
be necessary and gave approval.  Accordingly, the Fund has 
not absorbed her full annual salary.  Nonetheless, the actual 
cost to the Fund for her salary and fringe benefits exceeded 
$148,000 from September 2000 through May 2003. 
 

 The Executive Director’s salary has increased through 
annual increments to $66,916 a year.  With fringe benefits 
the annual cost to the Fund for this position is nearly 
$80,000, disregarding further leave-without-pay.  This cost 
to the Fund is grossly excessive to direct a commission that 
in the course of a typical year meets once or twice, receives 
two or three payments, and issues two checks.    While the 
Fund by statute must pay the necessary expenses of its 
administration, a full-time Executive Director is not 
necessary for these minimal duties.   
 

Recommendations We recommend the Racing Commission, with the approval 
of the Backside Commission, abolish the Backside 
Commission Executive Director position and designate a 
Racing Commission employee to administer the Fund. Only 
the actual time spent by any Racing Commission employee 
for Backside Commission tasks should be charged to the 
Fund.  We estimate this would save the Fund at least $50,000 
annually, money that should be used for the Fund’s statutory 
purpose of improving the backsides of these smaller tracks. 
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The Racing Commission 
hired two principal 
assistants through 
positions established in 
the Backside Commission. 

Since 1999, the Racing Commission appropriated positions 
established in the Backside Commission to supplement its 
own staff.   An administrative reorganization of the Racing 
Commission resulted in four positions being reclassified 
under the Backside Improvement branch within the Racing 
Commission.  In April 2000, two security employees were 
hired as principal assistants in the Backside Improvement 
branch.  The Racing Commission transferred funds each of 
the last four years from its racing and administration account 
to the Fund account to pay the salaries of these employees. 
 

Racing Commission 
transferred over $500,000 
to the Fund to compensate 
for principal assistants. 

Since July 1999, a net total of $502,180 has been transferred 
to the Fund from the Racing Commission’s administration 
account.  This total is comprised of net annual transfers to 
the Fund in fiscal years 2000, 2001, and 2002.  The total 
includes a transfer in August 2002, erroneously directing 
$83,000 to the Fund from the Racing Commission’s 
administration account. 
 

 From July 1999 through May 2003, salaries and benefits 
paid from the Fund totaled $645,073.  The amount of salary 
and benefits attributable to the Fund’s Executive Director 
position totaled $173,073.  Salaries and benefits attributable 
to other Racing Commission employees paid from the Fund 
totaled $472,000.  Allowing only for the salary of the 
Executive Director to be paid from the Fund, an excess of 
$30,180 remained in the Fund from the transfers through 
May 2003.   
 

Recommendations We recommend the Racing Commission transfer any excess 
salary money remaining in the Fund at the end of the fiscal 
year to the appropriate Racing Commission account. 
 
 We further recommend the Racing Commission cease 
funding de facto employees through the Fund or any 
restricted fund. 
 

The purchase and 
distribution of Racing 
Commission pins should 
be restricted; passes 
should be discontinued. 

In March 2003, the Executive Branch Ethics Commission 
(Ethics Commission) issued Advisory Opinion 03-15 
(Exhibit A). This opinion addressed the Racing 
Commission’s long-standing practice of distributing Racing 
Commission pins that allow free admission to the state’s 
tracks.  The Ethics Commission concluded that Racing 
Commission and certain other state regulatory employees 
should not accept gratuities attributable to these pins in 
excess of $25. 
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 The principal value of a Racing Commission pin, other than 

as a collectible commemorative item, was free admission to 
Churchill Downs the pin afforded for the Kentucky Oaks and 
the Kentucky Derby.  This issue became moot this year when 
the Racing Commission and Churchill Downs jointly 
decided the pins would not be honored at the Oaks or Derby.  
The pins are still honored on other racing days. 
 

 The Ethics Commission’s opinion stated: “it is a clear 
conflict of interest for the Racing Commission to solicit free 
admission for pin owners from the tracks, as the Racing 
Commission closely regulates the tracks….” The 
administrative regulation concerning racing associations, 810 
KAR 1:026, states “an association shall honor for access to 
preferred parking facilities and other areas on its grounds a 
commission or Association of Racing Commissioners 
International ring, lapel button, or automobile emblem.”  The 
regulation does not address how many pins should be 
distributed, or to whom. 
 

 By custom, Racing Commission pins were distributed to 
Commissioners, former Commissioners, Racing Commission 
staff, the Governor, former Governors, and other dignitaries. 
According to its Chairman, the Racing Commission decided 
to issue new pins each year to increase security, because 
counterfeit pins were being presented at tracks.  
Approximately 500 pins were ordered in 2001 and 2002; that 
number decreased to 332 in 2003, according to the supplier’s 
invoice.  The Racing Commission provided a list detailing 
the distribution of 178 pins (Exhibit B).  Unless otherwise 
noted on the list, recipients received two pins each.  We 
verified that the remaining 154 pins were physically on hand 
at the Racing Commission’s office.  This provides a full 
accounting of the 332 pins purchased for 2003.     
 

Racing Commission pins 
were purchased with both 
public and private funds. 

The Racing Commission spent $7,946 of state funds for the 
2001 pins.   The Racing Commission paid for the 2002 pins 
from the Commissioners Special Account, funded privately 
by the individual Commissioners, with two checks totaling 
$5,698.  The 2003 pins, also purchased from the 
Commissioners Special Account, cost $4,683.47. 
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Change in Racing 
Commission procedure 
eliminated the need for 
track admission passes. 

Another issue is the Racing Commission’s purchase and 
distribution of free track admission passes.  According to the 
Racing Commission’s Executive Director, during the years 
1995 through 2000, the Racing Commission issued two 
passes to each Racing Commission licensee, amounting to 
some 28,000 passes by the year 2000.  The Racing 
Commission bought and distributed the passes, and was 
reimbursed for the production costs by the tracks.  In 2001, 
the procedure was changed allowing track admission upon 
presentation of a Racing Commission license.  The Racing 
Commission still ordered passes, but far fewer than before.  
In both 2001 and 2002, about 2,500 passes were purchased; 
by 2003, this number has decreased to 1,000.  According to 
the Racing Commission’s Chairman, passes are given to 
people connected with racing, such as retired backside 
workers, who express an interest in obtaining one. 
 

 The cost of the passes in 2000 was $12,269, paid from state 
funds but reimbursed by the tracks.  The cost of the 2003 
passes was $649.91, paid from the Commissioners Special 
Account. 
 

Recommendations We recommend the Racing Commission reduce the list of 
persons eligible for a Racing Commission pin to the 
Commissioners themselves and staff.   The pins should 
afford free track admission only when the pin holder’s 
presence is required for official business.  By limiting the use 
of the pins to official business, it is appropriate for the state 
account rather than the private Commissioners Special 
Account to pay for their cost of production.  
 

 We recommend the purchase of track passes be discontinued.
 

Commissioners Special 
Account should be 
privately maintained and 
solely used for private 
purchases. 

In March 2001, the Commissioners opened a separate bank 
account known as the Commissioners Special Account.  The 
deposits into this checking account are comprised of the per 
diem stipends and expenses paid to the Commissioners for 
attending meetings.  The Commissioners voluntarily 
contribute this money to the account, which is used 
frequently to buy flowers and other tokens of memorial for 
members of the racing community who have died.    
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 The account has also been used to purchase Racing 

Commission lapel pins and passes, various awards such as 
julep cups for Derby trainers, and in one instance, a $1,200 
payment to a consultant for his help in evaluating proposals 
for an equine drug testing contract.   
 

 KRS 41.290 states that agencies “having private funds or 
contributions available for its support or for the purpose of 
defraying the expenses of any work done under its direction 
shall deposit such funds or contributions with the 
Treasurer….  All disbursements from such funds and 
contributions shall be made by the Treasurer on the warrants 
of the Finance and Administration Cabinet….”   
 

 Although this account is funded privately by the 
Commissioners’ donated stipends, Racing Commission 
employees maintain the account, a task that involves 
handling invoices, writing and distributing checks, and 
reconciling the checkbook.   
 

 We noted three instances in 2002 in which the Racing 
Commission made purchases through its Commissioners 
Special Account without paying the applicable six percent 
sales tax.  This account is not an official account of the state 
and does not represent state funds.  It therefore is not eligible 
to take advantage of the sales tax exemption granted to state 
agencies.  The Racing Commission recently asked for and 
received corrections for unpaid invoices for pins and passes, 
in order to ensure proper payment of sales taxes. 
 

Recommendations We recommend the Racing Commission ensure that the 
disbursements of the private Commissioners Special 
Account be limited to tokens of acknowledgment or other 
concerns of a private, non-official nature.    
 

 The use of a private consultant in the request for proposal 
process appears to be a legitimate public use for Racing 
Commission funds.  We therefore recommend services of 
this type be paid for by the state, and that the accounting for 
and approval of procurement of that service be handled and 
scrutinized like any other state expenditure. 
 

 We recommend the Racing Commission not use public 
resources to maintain the Commissioners Special Account.  
We further recommend care be exercised to ensure that 
purchases made through this private account include proper 
calculation and payment of sales tax.  
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Racing Commission 
requires strict adherence 
to Administrative 
Regulations over claiming 
races. 

Another concern brought to our attention alleged that Racing 
Commission stewards improperly rule as invalid claims of 
horses entered in claiming races.  This practice allegedly 
costs the state thousands of dollars in sales taxes that would 
otherwise be collected on valid claim sales. 
 

 The Racing Commission addressed this issue in a letter to 
the Administrative Regulation Review Subcommittee 
(Exhibit C).  810 KAR 1:015 §7(b) states “[t]he ‘Claim 
Blank’ form and envelope shall be filled out completely and 
accurately.”  In the case of the specific complaint, the 
stewards judged that the claim envelope did not completely 
and accurately contain the name of the track.  The Racing 
Commission’s position is that anything less than complete 
and accurate information on the claim form and envelope 
would subject the claim to debate should the claimant 
attempt to renege on the claim.   
 

 According to figures cited in the Racing Commission’s 
letter, about ten percent of claims at Kentucky’s 
thoroughbred tracks are voided.  This amounts to about six 
voided claims per month.  Of the voided claims, a small 
percentage is due to misspelled or abbreviated track names.  
Most of the reasons cited for voiding claims appear to be 
avoidable errors on the part of the claimants.   
 

Recommendations We recommend the Racing Commission reinforce its efforts 
to educate potential claimants on the statutory requirements 
and to assure the availability of assistance from stewards or a 
clerk of claims.    
 

 We further recommend that the Racing Commission revise 
the claim form to lessen the possibility of voids due to 
inadvertent spelling errors.  All tracks could be listed for the 
claimant to check off the applicable track.  Also the 
requirement of inserting a sales tax percentage could be 
eliminated with wording that refers to “plus all applicable 
Kentucky Sales Tax.” 
 

Proposed Racing 
Commission personal 
service contract found 
deficient by the Finance 
and Administration 
Cabinet. 

At the request of the Auditor of Public Accounts, the Finance 
and Administration Cabinet (FAC) examined allegations 
concerning a proposed personal service contract between the 
Racing Commission and Richard A. Sams, DVM.  The 
Racing Commission had sought an exemption from the state 
procurement process to facilitate the acquisition of expertise 
necessary to oversee equine drug research. 
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 Secretary Gordon C. Duke communicated the conclusions 

and recommendations of FAC’s review to the APA on April 
1, 2003.  His communication is included in this report 
(Exhibit D). 
 

 The proposed contract with Dr. Sams was not approved or 
implemented.  FAC concluded that the Racing Commission 
had not developed a sufficiently clear description of the 
service and work products required to determine whether 
state personnel, including state universities, could meet the 
need.  If inquiries determined that state personnel could not 
perform the required services, a request for proposals should 
be developed and advertised widely enough to ensure the 
opportunity for potentially competent providers to 
participate. 
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 KENTUCKY RACING COMMISSION’S 

RESPONSE TO 
REPORT 

OF 
EDWARD B. HATCHETT, JR. 

AUDITOR OF PUBLIC ACCOUNTS 
COMMONWEALTH OF KENTUCKY 

 
 

 PREFACE 

          The Kentucky Racing Commission (the ‘Racing Commission’) 
appreciates the Auditor’s recognition of its and its staff’s 
“…cooperation during this examination.”  The Racing Commission 
believes that the office of Auditor of Public Accounts performs an 
important purpose and service to the citizens of Kentucky and its 
effective work enables the citizens of Kentucky to better understand 
and appreciate the complexities of their government as well as the 
efforts that are undertaken to provide an efficient and cost effective 
government for Kentucky’s citizens. 
 

 RACING COMMISSION’S  
COMMENTS  

REGARDING AUDITOR’S  
FINDINGS & RECOMMENDATIONS 

 
Auditor’s Findings 
Cost of Executive 
Director is an 
unnecessary expense 
for the Backside 
Commission, see  
page 3. 

1. Cost of Executive Director of the Backside Commission 
 

a. Auditor’s Findings 
 
          The Auditor’s Report indicates that the salary of the extant 
Executive Director of the Backside Commission is $66,916 annually 
and with fringe benefits approaches nearly $80,000 annually.  The 
Report has concluded this position should be ‘abolished’ and that a 
Racing Commission employee should administer the Backside Fund 
with the actual time spent by the Racing Commission employee 
being charged to the Fund, with an anticipated result in the saving of 
“…at least $50,000 annually.” 
 

 b. Racing Commission’s Comment 
 

1. The Racing Commission appreciates this 
recommendation and it will be reviewed, 
thoroughly, as the Racing Commission proceeds 
to fulfill its statutory responsibilities. 
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 2. The Auditor’s Report accurately indicates that 

this position has not been staffed full-time and 
the full salary has not been absorbed.  However, 
in view of the publicity that has surrounded this 
portion of the Auditor’s examination, the Racing 
Commission believes that it is noteworthy to 
expand upon the Auditor’s finding, to-wit that 
“The Executive Director’s leave balances were 
depleted and she charged over 2,000 hours to 
leave-without-pay over the last four years.  The 
Commission deemed the leave to be necessary 
and gave approvals, accordingly.” 

             
                                  The inclusion of the sentence “The Commission 

deemed the leave to be necessary and gave 
approvals, accordingly.” (as used in the 
Auditor’s Report) leaves an unfortunate 
implication that the Racing Commission 
permitted this individual to not attend her work 
and that this individual might have been 
‘sloughing off’ -- either and both of which would 
be of concern to a citizen/taxpayer of Kentucky. 

 
                                  The Racing Commission feels that it would have 

been more accurate if such an incorrect 
‘implication’ had been more fully explained in 
two particular instances: 

 
 a. As the Auditor has been fully advised, this 

individual has experienced serious health 
problems over the previous four years.  
Those health problems have involved 
extensive surgeries, which under existing 
federal statutes that protect this individual’s 
health privacy rights, cannot be further 
explained. 

 
 b. Secondly, due to this employee’s 

continuing health problems, the Racing 
Commission must be cognizant of the 
possibility that its removal of this 
Executive Director’s position, during such 
employee’s health impairment, could 
subject the Racing Commission and the 
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State to litigation asserting violation/s/ of 
state and/or federal statutes designed to 
protect the rights of ill and infirmed 
employees.  In such an event, there could 
be    extensive additional resources 
(financial/time) required to defend the 
Racing Commission’s decision. 

 
 3. While there may well be an issue about whether 

the Executive Director’s position is necessary 
from a financial standpoint, the public should not 
be allowed to perceive, by implication, that this 
particular person was ‘sloughing off’ in her 
duties, or that federal statutes permitted the 
Racing Commission to abolish the position of a 
person with extensive health problems without 
subjecting the Racing Commission and the State 
to federal litigation. 

 
 Auditor’s Reply:  By focusing on the leave-without-pay matter, the 

Racing Commission is ignoring the salient point of the comment – 
that there simply is not enough work associated with the 
administration of the Backside Commission to justify a full-time 
employee.  Our report states that the Executive Director’s leave was 
approved by the Racing Commission.  We do not presume that the 
Racing Commission would approve leave for an employee to simply 
‘slough off’ and we recognize the legitimate need for the leave to be 
taken.  The leave-without-pay resulted in direct savings to the 
Backside Commission, a savings that could be greatly increased by 
abolishing this unnecessary position altogether. 

 
Auditor’s Findings 
The Racing 
Commission hired 
two principal 
assistants through 
positions established 
in the Backside 
Commission, see page 
5. 

2. Funding of Racing Commission employees through the 
Fund 

 
a. Auditor’s Findings 

 
The Auditor’s Report has found that funds have been 

transferred from the Racing Commission to the Backside Fund for the 
purposes of the employment to two principal assistants; and that this 
procedure should cease.  The Auditor’s Draft Report concludes, 
correctly, that the Racing Commission routinely reimbursed the 
Fund; therefore, any implication that there was a depletion of monies 
would be unfounded. 
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 b. Racing Commission’s Comment 
 

1. The Racing Commission appreciates the 
Auditor’s recommendation and it will be 
reviewed, thoroughly, as the Racing Commission 
proceeds to fulfill its statutory responsibilities.  
While the Racing Commission desires to fully 
and properly attend to its statutorily-mandated 
duties, it most certainly has an equal intention to 
do so in the most fiscally-conservative manner, 
consistent with the fulfillment of those duties 
and obligations. 

 
Auditor’s Findings 
The purchase and 
distribution of Racing 
Commission pins 
should be restricted; 
passes should be 
discontinued, see 
page 5. 

3. Purchase of Racing Commission Pins and the issuance of 
passes 

 
a. Auditor’s Findings 
 

          The Auditor’s Report has recommended that Racing 
Commission pins should be restricted and the issuance of passes 
should be discontinued. 
 

            b.       Racing Commission’s Comment 
 

1. The Racing Commission agrees with the 
Auditor’s finding regarding the Racing 
Commission pins.  Further, in view of the 
extensive press examination of this issue, it is 
deemed important that the Auditor’s Report 
noted facts in his report which reflected that long 
before his examination began, the Racing 
Commission had already pro-actively undertaken 
the effort to reduce the distribution of such pins.  
The aggregate order of pins for 2003 (based on 
vendor minimums) was 332 of which only 178 
were actually distributed.  The Auditor has found 
that the remaining 154 pins were not distributed 
and were fully accounted for at the Racing 
Commission.  Lastly, the Auditor’s Report found 
no impropriety in the distribution of the pins.  
Thus, it is believed that the present Racing 
Commission has taken control and security steps 
to prevent issuance abuse of these pins. 
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 2.   Further, regarding the ‘pins’, the Racing 
Commission will continue its several year policy 
of reducing the number of pins distributed and 
the enhancement of security measures for their 
issuance. 

 
                      3.      Regarding the ‘passes’ and other   credentials, 

there is some concern about whether the 
relinquishment of this authority will present 
problems for the Commission’s licensed 
individuals and might, in some measure, result in 
a lessening of the Commission’s authority over 
its licensees.  The Racing Commission is very 
appreciative of the Auditor’s recommendation 
and it will be thoroughly reviewed. 

 
 Auditor’s Reply:  The Racing Commission is claiming some type of 

relationship between giving away passes and its authority over 
licensees.  License holders currently receive pass privileges by 
merely possessing a license.  The passes are obsolete, pose a risk for 
abuse, and should be eliminated. 
 

Auditor’s Findings 
Commissioners 
Special Account 
should be privately 
maintained and solely 
used for private 
purchases, see     
page 7. 

4.       Use of Commissioner’s Special Account 
 

a. Auditor’s Findings 
 

           The Auditor’s Report has recommended that the 
Commissioner’s Special Account, comprised solely from the Racing 
Commissioner’s expense reimbursement checks, should be limited to 
“…tokens of acknowledgement or other concerns of a private, non-
official nature.” 
 

            b.       Racing Commission’s Comment 
 

1. Historically, the Commissioner’s of the Racing 
Commission have returned their expense 
reimbursement checks to a Special Account 
which has been used for pins, julep cups for 
Derby trainers, funeral flowers for deceased 
racing dignitaries, etc.  Historically, such an 
account has been deemed to be advisable so the 
Racing Commission could express its respect for 
and honor of participants in the racing industry. 
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 2. Henceforth, the Racing Commission shall not 

ask its Commissioner’s to contribute to this 
Special Account; and the Racing Commission’s 
Executive Director has been asked to refund the 
remaining balance in this account to the 
Commissioner’s, on a pro rata basis and close 
the account. 

 
Auditor’s Findings 
Racing Commission 
requires strict 
adherence to 
Administrative 
Regulations over 
claiming races, see 
page 9.   

5.        Claiming Issue 
 

a. Auditor’s Findings 
 
          The Auditor’s Report has recommended the Racing 
Commission “…reinforce its efforts to educate potential claimants of 
the statutory requirements and to assure the availability of assistance 
from stewards or a clerk of claims” and revise its claim form to avoid 
inadvertent spelling errors by claimants and permitting the claimant 
to ‘check-off- the applicable track name, rather than spell it out, 
themselves. 
 

            b.        Racing Commission’s Comment 
 
                     1.       The Auditor’s Report indicates that its concern 

about the Racing Commission’s claiming forms 
was “…brought to our [its] attention….” and  it 
was further brought to the Auditor’s attention 
that the Racing Commission’s practice of rigidly 
enforcing the accuracy of a claim form was 
costing “…the state thousands of dollars in sales 
taxes that would otherwise be collected on valid 
claim sales.”  The Auditor has found that the 
Stewards void about six claims per month. 

 
 2. The Racing Commission believes that every 

responsible licensed owner is aware of the ‘rigid’ 
requirement of total accuracy, in every respect, 
when he or she completes a claim form.  The 
Racing Commission believes that while its 
requirement of rigidity may cost some sales tax 
receipts, it results in far greater savings in 
litigation expenses that would necessarily follow 
from a more lax system of claiming horses.  The 
Racing Commission believes that laxity breeds 
carelessness on the part of claimants, which 
breeds further and unnecessary confusion. 
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                                  a.  As an aside, the Racing Commission’s 

counsel recalls a case where the claimant 
had improperly filled out a claim form.  At 
the Commission Hearing to contest the 
issue, the claimant, without an attorney, 
was advised that if he won the ‘point’, he 
would have to buy the horse and was then 
asked if he really wanted the horse that he 
had improperly claimed -- the answer was 
‘no’.  This set of events is noted as indicia 
of the confusion that would be created by 
conforming to a more lax procedure. 

 
  Upon the usage of all present claim forms, 

the Racing Commission agrees to consider 
the revising of its claim forms. 

 
 Auditor’s Reply:  We recognize, agree with, and applaud the 

Commission’s rationale for strict claiming procedures.  Our 
recommendations are made in an attempt to ensure tax dollars are 
not lost due to claims voided as a result of inadvertent errors. 
 

Auditor’s Findings 
Proposed Racing 
Commission personal 
service contract found 
deficient by the 
Finance and 
Administration 
Cabinet, see page 9. 

6.       Personal Service Contract of Dr. Sams 
 
          a.        Auditor’s Findings 
 
          The Auditor’s Report has reviewed the effort to award a 
personal service contract to Richard A. Sams, DVM, and determined 
that in the future R.F.P.’s should be developed which sufficiently 
describe the work requested so as to enable existing state personnel 
and state universities to have an opportunity to bid.  Further, the 
Auditor’s Report includes as an addendum the Finance & 
Administration Cabinet’s findings, to-wit that the Racing 
Commission should interview candidates for the position of Internal 
Policy Analyst to serve the Racing Commission. 
 

            b.       Racing Commission’s Comment 
 

1. Sometimes a ‘little history’ is helpful when 
considering an issue. 

 
One of the biggest problems facing America’s 
racing industry is the question of the proper 
drug/medication policy for horses involved in 
parimutual wagering.  In view of the drug-related 
issues surrounding the 1968 Kentucky Derby, 
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the Racing Commission firmly believes that a 
same or similar situation (at this point in history 
with 24-hour news programming) could 
devastate the racing industry, nationally -- and 
one of the largest industries in Kentucky.  In 
September, 2002 Kentucky’s Equine Drug 
Council (‘Drug Council’) was insistent that Dr. 
Richard A. Sams, DVM (‘Dr. Sams’) be 
employed to assist in drug/medication policy 
evaluation and testing.  The Drug Council had 
concluded that Dr. Sams was the recognized 
national expert in the field and felt that his 
involvement with Kentucky’s drug/medication 
program was most advisable and critical. 

 
                                 While it’s highly possible that the Racing 

Commission’s zeal to be an industry leader in 
this critical area caused it to act too quickly, 
which resulted in an unfortunate issue about the 
methods used to implement Dr. Sams’ contract -- 
the reasons for the zeal and the quality of the 
individual involved must be taken into some 
consideration. 

 
 2. The Racing Commission agrees with the Finance 

& Administration Cabinet’s finding and is 
implementing their recommendations. 

   
                                  Additionally, the Racing Commission is 

implementing the recommendation of the 
Finance & Administration Cabinet by arranging, 
within its budget, to employ an Internal Policy 
Analyst, with a financial background, which will 
enable it to more effectively operate. 
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